Abstract ---This paper presents findings from a study of factors affecting the rate of diffusion and adoption of online retailing in Saudi Arabia. In general, Saudi retailers have not responded actively to the global growth of online retailing. Accordingly, this research was conducted to find the key factors involved in this phenomenon. A major finding presented here, is that both buyers and sellers emphasize the need for government involvement to support and promote development of online commerce. Particularly, it indicates the need for strategic government initiatives to provide regulation, legislation, education, and trusted infrastructure for secure payment and delivery. Saudi Arabia presents a unique cultural, technological and political context for the development of e-commerce. We highlight the particular motivators and potential benefits of Saudi government involvement in e-commerce development. A new model for formulating roles and strategic government initiatives to support the successful diffusion of online retailing in KSA is presented and discussed. This will be of interest to any following the development of e-commerce and the information economy in the Arab nations.
INTRODUCTION
The number of commercial organizations in the world that tend to apply electronic commerce systems is on the rise. In the near future, this trend will become not only a tool to simply increase income, but without doubt will be considered an essential means for competition [1] . While developed nations have become familiar with e-commerce, it is still considered an innovation in the Saudi context. Reference [2] defined an innovation as an idea, practice or object that is perceived as new by an individual or other unit of adoption. Despite the fact that Saudi Arabia has the largest and fastest growth of ICT marketplaces in the Arab region [3] [4] [5] , ecommerce activities are not progressing at the same speed [6] [7] [8] [9] . Currently only a tiny number of Saudi commercial organizations, mostly medium and large companies from the manufacturing sector and mainly Business to Business (B2B), are involved in e-commerce implementation [9] .
Separate studies have been conducted to determine the key issues influencing online retailing sales and purchases for both retailers and customers in Saudi Arabia. These studies were conducted using mixed qualitative and quantitative approaches through which several key issues have been indicated. Among these issues, which both retailers and customers emphasized, is the lack of lack of clear regulations and legislation and the need of government supervision and support [10] [11] [12] [13] [14] . Reference [15] indicated that the government initiative to support e-commerce growth in Saudi Arabia is currently a missing key factor.
In the following sections we provide a summary review of literature regarding the nature of retail business in Saudi Arabia; and the current state of the nation's online retail sector development. A synthesis of findings from different strands of our research is presented followed by a description of the research methodology used. Insights into the Saudi context highlight the potential that government interventions to facilitate the diffusion of e-commerce may have. A model, based on this research, is presented that indicates the strategic initiatives that the Saudi government might implement for best effect.
II. LITERATURE REVIEW
In this section, we look at traditional and online retailing businesses in Saudi Arabia. Government support for ecommerce development and online retailing in other countries is also reviewed.
A. Retail Business in Saudi Arabia
The average of annual population growth rate in the Kingdom of Saudi Arabia has reached 3% over the past 10 years. This seems to be playing a role in making Saudi Arabia one of the most dynamic retail markets and most notably in the Middle East [16] . "With an estimated population of 24.9 million and a per capita GDP of US$24,581 in 2008, Saudi Arabia is the largest and one of the richest retail markets in the Middle East" [17] .
Over the last decade, the retail business in Saudi Arabia has seen significant growth. International retailers have entered the local market and the number of local retailers has expanded [18] . In 2010, Saudi Arabia ranked number 4 in the global retail development index [18] . Currently there are 1.4 million employee in retailing sector in Saudi Arabia and expected to reach 2 million within 10 years [19] . The current percentage of Saudi employees in the retail sector is almost 17% (or 270 thousand) with the remaining 83% made up of foreign workers [19] . This represents a significant market place.
There are no available official records indicating the size of the retail business in Saudi Arabia. However some sources estimated the size of the retail market in Saudi Arabia is greater than KSR160 billion (US$1= KSR3.75) dominated by small and medium size companies accounting for more than 85% of market share [20, 21] . According to The Saudi Ministry for Municipal and Rural Affairs, the number of retailers in Saudi Arabia reached 242 thousand; 54 thousand of them are licensed for grocery [20] . The retail sector in the Saudi market is fragmented and dominated by sales in individual stores, despite the emergence of a number of large retail chains in recent years [16] .
B. Online retail in Saudi Arabia
In Saudi Arabia, so far, the effort towards e-commerce development has not reached the originally stated aspirations of the Ministry of Commerce. Neither does it meet what it sees as the world's expectations of a country of the level of importance and weight in the global economy as Saudi Arabia. Saudi Ministry of Commerce has appointed a committee for e-commerce to prepare a general framework for a plan to apply e-commerce systems in Saudi Arabia. This framework includes the improvement of various factors involved with e-commerce transactions (e.g. IT infrastructure, payment systems, security needs, legislations and regulations, delivery systems etc). The plan also includes the development of e-commerce education and training [3] . However, this information was gained from the first publication booklet of Saudi Ministry of Commerce in regards to e-commerce written in 2001. No further information has been published to either the Saudi Ministry of Commerce website or its documents that provide further details about this committee and its current role in ecommerce development in the country. Official government information on e-commerce in Saudi Arabia is lamentably poor. Since 2006, the responsibility of e-commerce has transferred from the Ministry of Commerce to the Ministry of Communications and Information Technology. This information was gained from an exploratory phone call made in December 2010 to the Saudi Ministry of Commerce. It was explained that the Ministry of ICT in Saudi Arabia is still in its early stages of studying e-commerce. At the time of writing, a survey was conducted by the Ministry of ICT into e-commerce in Saudi Arabia and a report was published in May/June 2011. The report briefly restated that ecommerce in Saudi Arabia is still in its early stages. "While 30% of businesses and 13% of government organizations buy online, only 8% of the businesses sell online. In particular, "clicks and mortar" business is still in its infancy, as most Saudi retail chains have yet to establish an online channel. On the consumer side, there is as yet little adoption of e-commerce, although surveys show that more individuals plan to try it in the future" [9] .
Firms in Saudi Arabia seem not to be following the developed countries' rapid progress towards global ecommerce. In contrast, online shoppers in Saudi Arabia are increasing with improved access to technology and communications infrastructure. The Arab Advisory Group carried out an extensive survey in mid-2006, targeting Internet users in four Arab countries (Saudi Arabia, UAE, Kuwait and Lebanon). The survey covered Internet usage and, e-commerce activities in these countries. While UAE ranked first in the rate of annual spending on e-commerce per capita, Saudi Arabia ranked first in the overall money spent on e-commerce activities such as buying from global retailers, e.g. Amazon, eBay, Dell etc, and including airlines tickets and hotels online booking. As for the prevalence of ecommerce activities among the population, UAE ranked first at 25.1%, Saudi Arabia second at 14.3%, Kuwait third at 10.7% and Lebanon last at 1.6% [22] . A recent survey of Saudi Arabia's 11.4 million Internet users (representing 41% of population) found that around 3.1 million Saudis have purchased online. Airline tickets and hotels bookings take the largest percentage of these purchases [17] and [22] .
Some studies have been conducted to investigate the challenges of e-commerce in Saudi Arabia. These challenges involve the absence of clear e-commerce regulations, legislation, and rules [23, 26] . Although Saudi Arabia contributes to the efforts of UNCITRAL (United Nations Commission into International Trade Laws) [3] , there is a need to have major development in terms of domestic ecommerce regulations, legislations and rules to protect the rights of all parties involved in e-commerce transactions [6, 23, 26] . Other challenges involve the domestic mailing system [5] . Before Saudi Post was established in 2005, individuals had no home addresses [24] ; therefore, to receive mail, individuals had to subscribe to have a mailbox in the post office [5] .
This study draws together findings from research stages that have been recently conducted and published in four earlier papers. In these stages we determine key issues, and their interrelationships, that influence online retailing growth for both retailers and customers in Saudi Arabia. Several key issues have been indicated as illustrated in Table1 and Table  2 The most interesting finding in Tables 1 and 2 is that both retailers and customers emphasized the lack of lack of clear regulations and legislation and the need for government supervision and support. Convincingly, this issue is ranked uniformly at number two in this study. It indicates that any current government efforts to support e-commerce in the country are having insufficient impact to positively influence retailers and customers. This confirms what has been found in the literature stating that the government efforts supporting e-commerce in Saudi Arabia are insufficient [23, 26] .
Retailers with previous online sales experience also provide clear and practical indications as to the top enabling factors. These are developing online payment options, enhancing ICT infrastructure and government regulations and support [13] . From customers' perspective, trust in Saudi e-retailers (or the lack of it) is probably the most important factor affecting current and potential Saudi customers. From this, it is reasonable to draw the implication that the government can play, if it so wishes, a key role in regulating, supervising, and facilitating e-retail in Saudi Arabia [14] . The critical question, then, becomes whether there are valid justifications for the government to take such an interventionist role in normal commerce, as opposed to the cases of e-government and e-learning which involve public services or "social" goods. Such a question must be left to future research. It certainly appears that if e-commerce is to develop in the Saudi context then strategic government intervention will accelerate e-commerce development.
III. RESEARCH METHODOLOGY OVERVIEW
This project studying the diffusion of online retail in Saudi Arabia is built on the combination of qualitative and quantitative approaches. Qualitative study conducted first for exploration purpose and followed by quantitative approach based on qualitative findings for testing purpose. This type of approach is called exploratory mixed methods design [25] which is done "to explore a phenomenon, and then [collect] quantitative data to explain relationships found in the qualitative results" [25] . The mixed methods approach helps to provide an in-depth investigation of the research problem [26] .
The qualitative stage involved 16 interviews with retailers in Saudi Arabia from different sizes and businesses, and 16 interviews with customers (males and females) in Saudi Arabia. This stage followed by quantitative step based on the qualitative findings to test in a wider sample. The retailers' sample size was 148 (representing different businesses, sizes, and familiarity with using Internet and online sales). The sample size of the customers has reached 412 at this stage and will be extended to around 700 by the end of the study.
IV.
POTENTIAL IMPACT OF SAUDI GOVERNMENT SUPPORT FOR THE DIFFUSION OF ONLINE RETAILING Basically, Saudi Arabia will benefit from taking an active role in developing e-commerce in the country as other countries have benefitted. In the new global economy, ecommerce has become a significant tool for competition. Ecommerce has also brought a range of benefits to its users. In general, e-commerce offers increased convenience and access to a marketplace that is not contained by national borders but also, often national rules. It has the potential to cut down costs of goods and service. It can improve a business' competitive position, offering larger marketplace, faster and easier services to customers, help to reduces operational and administrative costs, and meets customers' demand for the service [7] . "The manifold benefits of eCommerce can be summarized as related to expanding market reach in allowing for the overcoming of geographical limitations, increased availability (24x7), eliminating intermediaries, lowering transaction cost for buyer and seller, decreasing administrative, marketing and logistics costs, providing a competitive environment to improve the quality of goods and services, increase the convenience of obtaining goods and services, and allowing for a provision of more customized offering as well as a new way of managing relationships. Specific advantages can be clustered around cost, operational, market reach, innovation or other benefits." [27] Online shopping is not only useful for retailers but also for customers. Customers gain advantages through online shopping in terms of time and effort savings, variety of products available for them online, and easy movement from one e-store to another comparing quality and prices to find out the best offers without leaving their home of office. Online shopping gives convenience to online shoppers [1] .
There are particular benefits to increasing e-commerce that become apparent when considering the Saudi retail context. Support for e-commerce growth in the country should help to minimizing the increasing number of neighborhood stores in the streets. Neighbourhood stores are almost in each main street in Saudi main cities. These types of shops are co-located with residences in residential/business buildings. A typical retail street scene is depicted in Figure 1 .
It will add an alternative to people want to avoid going out for shopping which helps to decrease the traffic jams in the Saudi main cities' streets. It also offers good opportunity for women, who are not allowed to drive cars in Saudi Arabia, to shop from home without having concern of transportation when they need to do shopping. Online retailing will offer also advantage for residents of other Saudi cities other than the main cities. In holidays most Saudis travel to the main cities for the purpose of shopping. Eretailers can advantage those people who live in non-main cities allowing them to purchase goods without the hardship of travel when they offer online sales options. Retailers also gain advantage by maximizing their marketplace not only in Saudi Arabia but also globally if they wish. Supporting the online retail market in Saudi Arabia to expand helps to reduce the growth in the number of traditional retail shops. Reducing the number of traditional retail shops helps in two ways: (1) reduces the number of foreign workers that transfer huge amount of money to their countries which will help the local economy; and, (2) increase the opportunities for Saudis to work in retail sector. There is a negative perception among Saudis about working in retail. They feel these types of jobs are mainly for foreigners. Mostly they prefer government and office jobs: "social norms, customs and traditions in circulation among the people standing barrier to any idea to open a project, for example, grocery store, says: Saudi does not work in the grocery store" [20] . Nowadays, this negative perception is changing but slowly. Online retailing helps to create jobs for IT skilled people. Working in marketing, selling products, and providing customer services while sitting in an office behind computer will help to attract more Saudis and especially females as the environment will be more convenient for them.
Unemployment in Saudi Arabia reached 10.5% of the population aged 15 years and above in 2009. The current trend appears to be a yearly increase of 0.5%. When it comes to gender, 28.4% of females were unemployed in 2009 while only 6.9% of males [28] . According to the latest statistics from Saudi Central Department of Statistics & Information [28] , the number of foreign labourers in Saudi Arabia reached 8,429,401 million. Their proportion to the population of Saudi Arabia is almost 31% [28] . 23% of them work in the retail and wholesale sectors [29] , and their proportion in the retail sector to Saudis reaches 83% [19] . In 2007, the total amount of money sent overseas by foreign labours reached KSR60 billion [29] . Saudis also find it difficult to compete with foreigners for the traditional retail store jobs. Foreigners come to Saudi Arabia mainly to work and most of them have left their families in their home countries because only those who work in high position jobs (e.g. doctors, engineers, academics, teachers etc) are allowed to bring their families with them. For this reason, most workers work day and night and share accommodation to benefit from reduced living costs. On the other hand, Saudis have their families to support locally and they have a lot of related commitments. For example, a Saudi has a retail shop. He works from 8 am-12noon, takes rest time to bring his kids from school, have lunch, and comeback to his/her work around 4 pm. He has to close at 8 or 9 pm to go home to lead family commitments. In contrast, nothing distracts foreigners' emphasis on their work. They are ready to work in a similar shop from 7am-12pm without stop which makes them highly employable.
Support for e-commerce retail was highly indicated by Saudi retailers and customers in the findings of previous studies [10] [11] [12] [13] [14] . Retailers with previous online sale experience also provide clear and practical indications as to the top enabling factors. These are developing online payment options, enhancing ICT infrastructure and government regulations and support [13] . From customers' perspective, trust in Saudi e-retailers (or the lack of it) is probably the most important factor affecting current and potential Saudi customers. From this, it is reasonable to draw the implication that the government can play, if it so wishes, a key role in regulating, supervising, and facilitating e-retail in Saudi Arabia [14] .
V. DEVELOPING STRATEGIC INITIATIVES FOR SAUDI GOVERNMENT INTERVENTION
So far, the outcomes achieved in e-commerce development in Saudi Arabia are not reaching the expectations of a country with the importance and weight in the global economy like Saudi Arabia. Governments do have an important role to play in e-commerce. Building the trust in the digital economy should be priority number one. As discussed in earlier section, consumers and retailers in Saudi Arabia seem not to trust this type of business though not because of ignorance but because of the absence of a clear regulation system. As mentioned earlier, although Saudi Arabia contributes to the efforts of UNCITRAL, e-commerce regulations, legislations and rules to protect the rights of all parties involved in e-commerce transactions remain unaddressed. Figure 2 illustrates a proposed model showing what might be implemented or supervised by the government in order to promote an attractive e-commerce environment in Saudi Arabia. The model has five important elements as summarized from the previous research stage findings. These elements involve: introducing e-commerce law, offering trustworthy and secure online payment options, introducing e-commerce educational programs, enhancing the national delivery system, and developing strong ICT infrastructure.
As yet, the Ministry of Commerce and Chambers of commerce in Saudi Arabia have no significant involvement with e-commerce. Since 2006 the responsibility of ecommerce has transferred to the Ministry of Communications and Information Technology (MCIT) to avoid overlapping. However, MCIT also currently has no significant involvement with e-commerce [15] . Data collected form Ministry of Commerce and MCIT showed there is no strategy to develop e-commerce activities in the country. It seems each government body does not understand clearly its role in this new type of business. E-commerce business is not only about running a website and selling via it. Clarifying the rules of the e-marketplace should be highly prioritized by the Ministry of Commerce. Legal and commercial framework, financial issues and intellectual property protection are all very important to be clarified. This step contributes to the building trust as well.
The Internet users increased from one million (5% of the population) in 2001 to 11.2 million (41%) in 2010 [30] . "Broadband subscriptions have grown from 64 thousand in 2005 to over 3.2 million at the end of Q3 2010." [30] However, broadband subscriptions remain very low compared to the developed nations. Until 2011, the number of Internet Service Providers (ISPs) has reached only 56 [30] . However, most of the services provided by these companies are mainly from the main cities. Small cities and villages are still not well served by Internet connections or have no Internet connections at all. Prices also need to be reviewed to make it attractive for most of the households to connect to the Internet. The role of building strong Internet infrastructure is very important for the digital economy. MCIT is well placed to play active role in this regard.
Offering trustworthy and secure online payment options is a very important factor. In the West, using credit cards to pay is the most popular method to conduct online purchases. In Saudi Arabia, however, many consumers are reluctant to use credit cards, both because of a lack of trust and because some consumers are culturally averse to carrying out transactions linked with conventional interest rates. Thus, providing alternative, trustworthy and easy-to-use payment options is a critical need for the industry. Possible solutions include debit cards and payment systems such as PayPal. Another option is the electronic bill presentment and payment system which Saudi Arabia has developed for billers and payers who are resident in the country, called SADAD. In essence, the system facilitates data exchange between registered billers and the nation's commercial banks, and relies on existing banking channels (such as Internet banking, telephone banking, ATM transactions, and even counter transactions) to allow bill payers to view and pay their bills via their banks [31] . Currently, SADAD is limited to 100 billers. This means only the biggest billers in the Saudi Arabia have access to this system. "This limits most Internet merchants to using credit cards, short code SMS, and prepaid cards as electronic payment methods. To address this limitation, SADAD is currently working on Biller Base Expansion, which will increase its biller options from around 100 to 20,000" [9] . So, cooperation between all involved government and industry is needed to provide various online payment options.
Until 2005, individuals in Saudi Arabia had no home addresses [24] ; therefore, to receive mail, individuals had to subscribe to have a mailbox in the post office [5] . In 2005, the postal delivery to homes and buildings was approved by Saudi Post [5, 24] . 'Wasel' is a mail service enabling Saudi residents to receive mail at their residence free of charge. Another service called "Wasel Special" has charges for sending mail from a home mailbox, delivery with e-stamp, temporary safe-keeping, temporary forwarding, P.O. Box transfer and e-mail notification. However, this service does not cover all Saudi cities, only the main ones [32] . More than half a million people subscribe to the 'Wasel' service representing almost 2% of the population who own a mailbox. While this service is still relatively new, Saudi Arabia is very late in providing individual addresses. Problems with adopting this service might be the citizens' lack of awareness of this service or the importance of mailboxes, their ignorance of the direct addresses for their houses with numbers and streets names, or their mistrust of receiving their mail in this way. Consequently, more efforts are needed to motivate and educate citizens about owning house mailboxes and help them solve the related problems.
As the awareness of e-commerce in Saudi Arabia is low compared to the developed nations, government bodies (i.e. Ministry of Media, Ministry of Education and Ministry of Higher Education) introduce the e-commerce educational programs. These educational programs are not only for people bust also for businesses. Chambers of commerce can play active role to introduce educational programs for businesses as Singapore do [33] . These programs may include provision of sample e-commerce software to trial.
VI. CONCLUSION
This paper presented findings from a series of studies researching the diffusion and adoption of online retailing in Saudi Arabia. Not only is online retailing underdeveloped in the country but also e-commerce in general. Saudi government leadership to promote e-commerce development seems to be sorely missing. Accordingly new research has been conducted to provide justifications for why and how the Saudi government should be involved in the diffusion of online retailing. The main outcome of this study proposed a model indicating the key roles that Saudi government could play in order to promote the e-commerce development in the country. Various government and industry bodies could effectively cooperate in order to diffuse the online retailing in the country. The model indicated five important factors to be achieved in order to attract businesses and customers deal with this new business. These factors are: introducing ecommerce law; developing strong ICT infrastructure; offering trustworthy and secure payment systems; developing a trusted and reliable nation-wide delivery system; and, introducing e-commerce educational programs.
